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City of Kelsg

) =T

Finance & Utility Department 203 S Pacific, Suite 102 P.0. Box 819 360-423-0900 fax 360-425-9807
Kelso, Washington 98626

October 31, 2012

To the Honorable David Futcher, Mayor
Members of the City Council
Citizens of Kelso

I am pleased to present a balanced preliminary budget for the City of Kelso, Washington, for the fiscal
biennium 2013/2014. This is a substantial achievement considering the economic conditions that currently
exist in our area. The preliminary budget proposes the use of approximately $115,000 of General Fund
Reserves in both 2013 and 2014, This budget retains, for the most part, the current level of service to the
citizens. It does not have very many new initiatives and some staffing and projects have been curtailed.

General Fund (Includes Street, Library, and Parks funds)

The proposed preliminary budget, as originally presented to the city manager, showed general fund deficits
of approximately $1,281,000 and $1,328,000 in 2013 and 2014, respectively. The departiment heads were
asked to review their budgets and propose cuts to bring the general fund expenditures in line with general
fund revenues, After several meetings with various department heads and the city manager, the following
modifications were made:

Cost of living adjustments were reduced from 2% to zero in 2013 and 2014 for all employees
Employee benefits are estimated to remain flat in 2014

Employee levels of 2012 are to be maintained in 2013 and 2014

General fund contributions for the street overlay program will remain at 2012 levels in 2013 and
2014

o Set informal general fund reserve requirement at $1,300,000 (2011 actual level)

e [Fund 2013/2014 deficit with anticipated surplus in 2012
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As noted in the final bullet point above, the City intends to fund the estimated deficits for 2013 and 2014
with an anticipated surplus from 2012 operations. If the 2012 surplus is less than anticipated then the City
will make reductions in the 2013 budget year.




General Fund Expenditures

2010 2011 2012 2013 2014

General Fund Departments Actual Actual Budget Budget Budget

City Council $79.451 $76,013 $82,029 $83,482 $83,482
Municipal Court 236,073 213,959 192,600 203,100 208,100
City Manager 193,862 187,315 195,087 203,865 204,857
Finance 555,628 518,177 564,484 575,857 578,260
Altorney ‘ 146,989 115,160 110,750 107,766 107,766
Police Operations 3,212,745 2,889,589 2,954,215 3,083,273 3,098,761
Police Records 346,244 383,855 398,465 401,033 402,157
Jail 456,518 305,038 312,000 312,000 312,000
General Government 902,408 1,253,878 1,254,847 1,392,933 1,362,329
Engineering 646,920 548,602 614,461 655,084 656,733
Community Development 463,981 286,585 609,884 325,555 328,550
Fire/Emergency Medical 300,000 240,000 240,000 240,000 300,000
Total Expenditures $7,540,819  $7.018171  $7,528822  $7,583,948 17,642,095

2013/2014 Revenue Assumptions

Revenue forecasts were made assuming the current economic downturn will continue through the 2014
fiscal year. Sales, Business and Occupation, Property, and Utility taxes make up the lion’s share of the
City’s revenues. Increases in property taxes are limited by law to 1% of the previous year’s levy plus the
tax on newly constructed property. Taxes on the various utilities are projected to increase by 5.4% over
2011 levels in 2013 and remain flat in 2014, Business and Occupation taxes are projected to remain flat in
2013 and 2014. Sale tax, which represents the city’s largest single source of revenue, is projected to
increase from 2011 actual levels by approximately 1.5% in 2013 and remain flat in 2014,

During the current fiscal year the city has experienced continued stagnancy and/or declines in revenues
from the following sources:
¢ Sales Tax
Real Estate Excise Tax
Motor Vehicle Fuel Tax
Building Permits
Gambling Tax
Interest on Investments

e e & o 8

This is a direct result from the sluggish economy and revenue forecasts from these revenue sources were
based on current conditions.

2013/2014 Expenditure Assumptions

Salaries and benefits are the two biggest sources of expenditures in the General, Street, Library, and Park
funds. Salary estimates for 2013 and 2014 project a zero percent increase for all City employees. The
number of full-time employees is projected to remain relatively unchanged in 2013 and 2014,




City of Kelso Full-time Equivalent Positions

2009 2010 2011 2012 2013 2014

General Government

Community Development 5 5 2.3 2.5 2.7 2.7
Finance 8 7 7 7 7 7
City Attorney 1 1 3 2 2 2
Admin. 2 2 1.7 1.8 1.8 1.8
Engineering 7 6 6 6 6 6
Public Safety
Police
Admin. 3 3 2 2 2 2
Officers 25 25 24 23 23 23
Civilians 3.4 34 3 2.4 2.4 2.4
Highways & Streets
Maintenance 1.4 1 0 0 0 0
Traffic 2.5 1.5 i.3 1.3 1.3 1.3
Culture and recreation
Library 53 4.3 4.3 4.3 4.3 43
Parks 2.5 2.5 1.3 1.3 1.3 1.3
Utilities
Water 8 8 8 8 8.5 8.5
Sewer 6 6 6 0 0.5 6.5
Drainage 3 3 3 3 3 3
Total FTE’s 83,10 78.70 7020 68380 70,00 70.00

On the benefits side, the City has experienced big increases for medical insurance, however, our projections
for 2013/2014 do not reflect this continued trend. In recent years costs for medical insurance have
increased by double digit percentage points. We are projecting an increase of approximately 5% in 2013
and zero increase for 2014, The City is currently reviewing and evaluating changes {o both the medical
plans offered and the premium participation formula with the goal of stabilizing and/or reducing the outlay
for health insurance expenditures.

Also on the rise in the past two years is the cost of operating the City’s library. Total library expenditures
are projected to be $441,266 in 2013 and $452,526 in 2014, In 2010, library expenditures were $334,240,
The increase is primarily due to the relocation of the library to the Three Rivers Mall with the associated
lease and maintenance costs for the updated space. Additionally, the general fund’s annual subsidy to the
Airport is estimated to be $60,000 in 2013 and 2014, up from $20,000 in 2011.

Arterial Street Fund

The arterial street fund accounts for the receipt and expenditure of various grants and transfers from the
general fund which are designated for construction, improvement, chip sealing, seal coating, and repair of
arterial streets or for payment of related municipal indebtedness.

The biggest project in the arterial street fund for the next two years will be the construction of West Main
Re-alignment Project. Construction is expected to begin in spring of 2013 and will extend through the
sunmmer of 2014, Funding for the $9 million project is through a combination of state and federal grants.
Project limits are from the intersection of Catlin and Ocean Beach Highway and the intersection of West
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Main and 1% Ave N. Major elements include re-alignment of West Main to Catlin to streamline traffic flow,
widening between 4™ and 1% Avenues, and improvements to both major intersections.

Included in this fund for the 2013/2014 biennium are revenues from the proposed Kelso Transportation
Benefit District. RCW 36.73.020 grants cities the authority to establish transportation benefit districts
(TBD). The TBD’s purpose is to acquire, construct, improve, provide, and fund transportation
improvement within the district that is consistent with any existing state, regional, and local transportation
plan. RCW 36.73.065 gives the Kelso Transportation Benefit District authorization to impose taxes, fees,
charges and tolls. If approved by the Kelso City Council, the TBD will collect a $20 vehicle registration fee
on all automobiles inside of Kelso city limits. If the TBD is approved by Kelso City Council, all revenues
will be deposited into a newly created fund called the Kelso Transportation Improvement Fund.

Miscellancous Funds
e The HUD Grant Fund has budgeted for 2013 and 2014 transfers from HUD #1 of $60,000. $50,000
will go to the arterial street fund for various sidewalk improvements inside the city and $10,000 will
go to the fagade improvement fund.

Water/Sewer FFund
The water/sewer fund will be adding one new employee in 2013 for the purpose of further addressing
preventative maintenance issues. We plan to work on additional mainline cleaning, large meter
maintenance, and sewer video inspection. The 2013/2014 biennium also calls for some major
infrastructure replacements/improvements in the water/sewer fund, These projects include the following:

¢ Replacement of current water meters with auto-read water meters $1 million

o North Kelso sewer rehab $1.5 million

¢ Replacement of water treatment plant generators $185K

¢ And various other upgrades $759K

To help fund these upgrades, address the minimum capital improvement needs in the various funds, and to
maintain reserves, the following rate increases have been proposed:

2013 2014
Water 7.5% 7.5%
Sewer 3.0% 3.0%
Stormwater 3.0% 3.0%
Solid Waste/Recycling 3.0% 3.0%

Drainage Fund (Stormwater)

The drainage program must meet the demands of the State Department of Ecology Phase II Stormwater
permit.  The city has joined a suit to challenge the onerous demands set out by the proposed new permit.
There is a proposed 3% increase for 2013 and 2014 to help fund the upcoming demands. There are several
important projects that are needed for Kelso. The two largest projects are Chestnut and Minor Road for
$309,000.00 and $500,000.00, respectively.
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Airport Fund

The City of Kelso has entered into an interlocal cooperation agreement with Cowlitz County, the City of
Longview, and the Port of Longview, to create an Airport Board which will participate jointly in the
operation, repair, improvement, and regulation of the Southwest Washington Regional Airport for the
benefit of the region. The joint operation of the airport takes effect on January 1, 2013, The City of Kelso,
through another agreement, has been asked to maintain the financial records and reports as required by the
laws of the State of Washington. The City of Kelso’s 2013/2014 Preliminary Budget therefore also
includes, as an agency fund, the Southwest Washington Regional Airport’s 2013/2014 Budget, as created
by the Airport Board.

Long-term debt

As of December 31, 2011, the City of Kelso had total bonded general obligation debt outstanding of
$2,710,000. 100% of this amount is backed by the full faith and credit of the City. The remainder of the
City of Kelso’s bonded debt represents bonds secured solely by specified revenue sources (i.e., revenue
bonds).

City of Kelsa's Qutstanding Debt
General Obligation and Revenue Bonds
(amounts in thousaneds}

Governmental Business-type
activitics activities Total
2011 2010 2011 2010 2011 2010
General obligation bonds $2,710 $2,770 $- $- $2,710 $2,770
Revenue bonds - - 5,050 5,235 5,050 5,235
Total $2,710 $2,770 $5,050 $5,235 $7,760 $8,005

The City of Kelso’s total bonded debt decreased by $245,000 during 2011,

In addition to the bonded debt mentioned above, the City has two Public Works Trust Fund loans, two
Drinking Water State Revolving Fund loans, and one miscellaneous note outstanding at year end. The total
amount outstanding at December 31, 2011 was $2,143,940.

Additional information on the City of Kelso’s long-term debt can be found later in the budget document.
See pages 16-23.

In Summary

Economically, these are difficult times. Governments, businesses, organizations, and citizens alike are
being negatively affected by the ailing economy. However, the City has been through tough times before
and has come out on top. In the early 1990’s the City had to actually borrow money to fund the general
operations of the City. Budgeted General Fund reserves at the end of 2012 are estimated to be $1.535
million, which represents approximately 20% of 2013 budgeted expenditures, This is quite an
accomplishment and is a testament to the council and managements fiscal discipline over the past two
decades.

In these tough times, the City of Kelso has many assets that work in our favor. We have clear direction and
a top quality team of elected officials and staff, In addition, the citizens of Kelso really care about their
commumity. Together with clear council direction, continued teamwork among the staff, and community
support, the City of Kelso will persevere through these difficult times.
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Respectfully Submitted,

o

Brian Butterfield
Finance Director
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CITY OF KELSO

2013/14 PRELIMINARY BUDGET

FUND APPROPRIATION SUMMARY

2071 2012 2013 2014 2012 - 13

FUND # FUND DESGRIPTION ACTUAL BUDGET PRELIMINARY | PRELIMINARY | % CHG
001 [GENERAL FUND $ 7018171 (% 7528822|% 7583948(% 7,642,995 0.7%
101 [STREET MAINTENANCE FUND 507,102 581,152 622,358 519,594 7.1%
102 [ARTERIAL STREET FUND 1,273,469 6,341,878 7,816,265 1,489,700 23.2%
103 |LIBRARY FUND 404,149 413,282 441,266 452,526 6.8%
104 [PATHS & TRAILS FUND - 33,000 5,000 - -84.8%
105 [KELSO STATION FUND 47,030 107,100 47,800 47,800 -55.4%
106 |STADIUM FUND 126,359 204,350 152,250 133,800 -25.5%
167 |HIGHLANDER FESTIVAL FUND 58,778 64,100 66,000 66,000 3.0%
108 [PARKS & RECREATION FUND 222,919 228,768 214,576 214,646 8.2%
111 [TAM O'SHANTER PARK FUND - - - - 0.0%
114 |HUD GRANT FUND 100,318 626,572 229,000 231,600 -63.5%
115 |FACADE IMPROVEMENT FUND - - 10,000 10,000 | 100.0%
120 |CRIMINAL JUSTICE FUND 393,593 331,671 315,793 323,737 -4.8%
206 {2003 LTD TAX G.Q. BOND FUND 2,947,567 225,525 208,728 207,580 -7.4%
301 {CAPITAL PROJECTS FUND 30,000 35,000 40,000 40,000 14.3%
402 |[SOLID WASTE FUND 1,239,286 1,289,809 1,280,080 1,305,951 -0.8%
403 [WATER/SEWER FUND 12,364,465 7,586,603 7,293,259 7,390,142 -3.9%
404 [WATER CAPITAL RESERVE FUND 4,173,598 3,030,650 1,175,000 423,000 £1.2%
407 [DRAINAGE FUND 608,662 951,633 907,982 1,007,540 -4.6%
408 |SEWER CAPITAL RESERVE FUND 667,079 1,804,800 251,300 1,620,300 -86.1%
409 [WATER GUARANTEE DEPOSIT FUND 90,000 90,000 90,000 90,000 0.0%
413 [1992/2002 REVENUE BOND FUND - - - - 0.0%
414 |BOND RESERVE FUND - - - . 0.0%
502 |EQUIPMENT RESERVE FUND 16,626 40,000 323,356 40,000 | 708.4%
601 |FIREMEN'S PENSION FUND 196,722 239,743 215,250 230,250 -10.2%
602 |AIRPORT FUND - - 1,418,554 1,429,629 0.0%




CITY OF KELSO

2013/14 PRELIMINARY BUDGET

GENERAL FUND REVENUE SUMMARY

2011 2012 2013 2014 2012 -13
REVENUE TYPE ACTUAL BUDGET PRELIMINARY | PRELIMINARY % CHG
GENERAL TAXES $ 32004401 % 3,227584|% 3,249335}|% 3,254,986 0.7%
Property, Retail Sales, Excise and
City Utility Taxes
BUSINESS & OCCUPATIONAL 2,425,389 2,374,000 2,588,000 2,563,000 9.0%
Includes Water/Sewer/Garbage
LICENSES AND PERMITS 200,097 200,500 184,000 194,000 -3.2%
INTERGOVERNMENTAL 440,850 781,000 509,000 537,550 -34.8%
Grants, Enfittements and
Shared Revenues,
CHARGES FOR SERVICES 621,544 679,417 770,663 823,509 13.4%
Interfund Service Charges and
Planning, Zoning Fees.
FINES AND FORFEITS 198,406 161,000 135,500 130,500 . -15.8%
MISCELLANEOUS REVENUES 35,302 32,160 22,800 22,900 -28.8%
Investment Interest, Donations
and Sale of Fixed Assats,
OPERATING TRANSFERS 24,182 - - - 0%
BEGINNING CASH OBLIGATED - 18,171 114,550 116,550 530.4%
TOTAL GENERAL:FUND
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CITY OF KELSO

2013/14 PRELIMINARY BUDGET

SALES TAX AND PROPERTY TAX DISTRIBUTION HISTORY

SALES TAX
2011 2012 2013 2014 2012 -13
FUND # FUND ACTUAL BUDGET PRELIMINARY | PRELIMINARY $ DIFF % CHG
001 GENERAL 5994684 | $ 1,016,184 | 3 1,018,281 | & 996,322 | % 2,087 0.2%
101 STREET 351,181 375,693 350,049 347,285 (25,644) -7.3%
103 LIBRARY 338,854 352,762 380,246 390,906 27,484 7.2%
108 PARKS 184,573 185,268 167,876 167,946 (17,382) -10.4%
601 FIREMEN'S 51,732 70,093 33,750 47,350 (36,343)] -107.7%
1§ 40,798) [ 26%
PROPERTY TAX
2011 2012 2013 2014 2012 -13
FUND # 1FUND ACTUAL BUDGET PRELIMINARY | PRELIMINARY $ DIFF % CHG
001 GENERAL $1,101,5031% 11315001 3% 1145554 |% 1,163,164 | % 14,054 1.2%
103 LIBRARY 50,500 50,500 50,500 50,500 - 0.0%
601 FIREMEN'S 165,000 168,000 170,000 171,000 2,000 1.2%
TOTAL S 084,317,003 $7271,350,000: 8 251,366,054 §-7:21,384,6641 1§ 716,054 [ 1:2%
CONMBINED SALES AND PROPERTY TAXES
2011 2012 2013 2014 2012 -13
FUND # |FUND ACTUAL BUDGET PRELIMINARY | PRELIMINARY $ DIFF % CHG
001 GENERAL $2,096,187 $2,147.684 $2,163,835 $2,159486 | $ 16,151 0.7%
101 STREET 351,181 375,693 350,049 347 285 (25,644) -7.3%
103 LIBRARY 389,354 403,262 430,746 441,406 27,484 6.4%
108 PARKS 184,673 185,268 167,876 167,946 (17,392) -10.4%
601 FIREMEN'S 216,732 238,093 203,750 218,350 (34,343) -16.9%
S| T83,238,0277] .- 3,350,000 8- 3,316,256 | .. 3,338,473 | § . (33,748)| - A.0%
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CITY OF KELSO

2013/2014 PRELIMINARY BUDGET

GENERAL FUND DEPARTMENTAL EXPENDITURE SUMMARY

2011 2012 2013 2014 2012-13
DEPT # DEPARTMENT ACTUAL BUDGET |PRELIMINARY|PRELIMINARY % CHG
01 COUNCIL $ 76,013 | § 820291% 83,482 | % 83,482 1.77%
02 MUNICIPAL COURT 213,959 192,600 203,100 208,100 5.45%
03 CITY MANAGER 187,315 195,087 203,865 204,857 4.50%
04 FINANCE 518,177 564,484 575,857 578,260 2.01%
05 ATTORNEY 115,160 110,750 107,766 107,766 -2.69%
06 POLICE 2,889,589 2,954,215 3,083,273 3,098,761 4.37%
07 POLICE - RECORDS 383,855 398,465 401,033 402,167 0.64%
08 JAIL 305,038 312,000 312,000 312,000 0.00%
09 NON-DEPARTMENTAL 1,253,878 1,254,847 1,392,933 1,362,329 11.00%
12 ENGINEERING 548,602 614,461 655,084 656,733 6.61%
13 COMM DEV/PLANNING 286,585 609,884 325,555 328,650 -46.62%
14 FIRE DISTRICT 240,000 240,000 240,000 300,000 0.00%
ST01871 1§ 7,528,822
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MATURITY

DATE OF

CITY OF KELSO

Schedule of Debt Service Charges to Maturity

2011 Limited Tax General Obligation Bonds

COUPON

RATE

BONDS
MATURING

ON BONDS

INTEREST TOTAL BONDS

AND INTEREST

135,000

50,000

435

2022 165,000 46,798 211,798
170,000 41,435

ol

211,435

snan 220
195,000

567230
210,200

TOTAL

$

Bond Redemption Date - De
Interest/Coupon Redemption Dates - June 1 & December 1

cember 1
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CITY OF KEL.SO

Schedule of Debt Service Charges to Maturity

2008 Water/Sewer Revenue Bonds

DATE OF
MATURITY

COUPON BONDS INTEREST
RATE MATURING ON BONDS

TOTAL BONDS
AND INTEREST

113,863
110,015

107,205

TOTAL[ $ 590,000 | $ 76,021

$ 666,021

Interest/C
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CITY OF KELSO

Schedule of Debt Service Charges to Maturity

2010 Water/Sewer Revenue Bonds - Series A

DATE OF COUPON BONDS INTEREST TOTAL BONDS
MATURITY RATE MATURING ON BONDS AND INTEREST

100,00 114,825
112,325

25 0d
2018 3.25% 110,000 3,575 113,675

TOTAL| $ 610,000 | $ 64,200 | $ 674,200
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CITY OF KELSO

Schedule of Debt Service Charges to Maturity

2010 Water/Sewer Revenue Bonds - Series B
Taxable Recovery Zone Economic Development Bonds

DATE OF COUFON BONDS INTEREST TOTAL BONDS
MATURITY RATE* MATURING ON BONDS** AND INTEREST
2014 139,431 139 43’}
2015 139,431 139,431

139,431

225 000_

2022 6.65%| 950,000 116731 366,731

2023 6.65% 255,000 107,587 362,587
2026 40%| 290,000 78,144 365 144
2027 7.40%| 300,000 66,341 366,341

366,083
364,245

5030 409 340 000'
2031 . 350,000

TOTAL| $

E}ond Redemption Date - December 1

Interest]Coupon Redemptton Dates - June 1 & December 1
. _ ( 45

19




CITY OF KELSO

Schedule of Debt Service Charges to Maturity

19898 Public Works Trust Fund Loan
For Allen Street Bridge

DATE OF INTEREST TOTAL PRIN
MATURITY RATE PRINCIPAL INTEREST AND INTEREST
il Al b 34 44
2014 3.00% 5,660 849 6,509
2015 3.00% 5,660 679 6,339

TOTAL

$

$

t _Date‘—_ J_gfly
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MATURITY

DATE OF

CITY OF KELSO

Schedule of Debt Service Charges to Maturity

2002 Public Works Trust Fund Loan
For 16th Avenue Retaining Wall

INTEREST
RATE

PRINCIPAL

INTEREST

TOTAL PRIN
AND INTEREST

TOTAL

$

$

Loan Payment

21




Schedule of Debt Service Charges to Maturity

DATE OF
MATURITY

CITY OF KELSO

1999 State Revolving Fund Loan
For Water Treatment Plant Upgrade

INTEREST
RATE

PRINCIPAL

INTEREST

TOTAL PRIN

AND INTEREST

107 914

126,799

124,101
705

116,008
2019 2.50% 107,014 113,310
o ~Fative 10791

0p]

TOTAL

$

863,312

$

97,123

$ 960,435

Loan Payment Date - October

22




DATE OF
MATURITY

CITY OF KELSO

Schedule of Debt Service Charges to Maturity

2001 State Revolving Fund Loan
For Water Treatment Plant Upgrade

INTEREST TOTAL PRIN
RATE PRINCIPAL INTEREST AND INTEREST

Loan Paymen

i Date - October

23




EMPLOYEE POSITION CLASSIFICATION
MONTHLY SALARY SCHEDULE

2013 Salary Schedule
Effective 01/01/2013
Position Title Grade 2013 Range
Entry Control

City Manager M40 $ 7334 $ 9,167
Director of Public Works M36 6,231 7,789
Police Chief M34 6,175 7,719
Finance Director/City Clerk M3z 5839 7,299
Police Captain M28 5560 6,950
Senior Engineer MZ28A 5,497 6,871
Public Works Superintendent M27 5,462 6,828
Community Development Manager M24 4,772 5,965
Airport Operations Manager M17 3,826 4,782
Payroll Specialist M17 3,826 4,782
Library Manager M17 3,826 4,782
Senior Engineering Technician M14 3,352 4,190
Executive Assistant M12 3,215 4,019
Planning Assistant M8 2,886 3,607
Department Assistant M7 2,663 3,329
Potice Sargent P16 4,852 6,065
Police Patrolman P12 4230 5,366
Records Clerk Pé 2,568 3,207
Water/Sewer Supervisor R29 3,858 4,822
Water Treatment Plant Supervisor R29 3,858 4,822
Equipment Operator R26 3,682 4,478
Water/Sewer Lead Technician R26 3,582 4478
Water Treatment Plant Operator R26 3,682 4478
Park Lead R26 3,582 4478
Traffic Control Lead R26 3,682 4,478
Drainage Lead R26 3,682 4,478
Water/Sewer Technician R24 3,410 4,262
Drainage Technician R23 3,326 4 158
Department Assistant R19 3,014 3,768
Deputy Clerk 516 3,106 3,883
Accountant | S15 2,862 3,678
Engineering Assistant S15 2,862 3,578
Ulility Billing Clerk 513 2,754 3,442
Customer Service Representative 513 2,754 3,442
Library Assistant il S12 2610 3,262
Library Assistant | S8 2,369 2,949
Receptionist/File Clerk 58 2,359 2,949

24
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